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Y .. .~ . SUMMARY

The American economy is experiencing. rapid structural change,’i -associated
with causeg. such as increasipg -foreign competition,: technological advances,
energy price rises, and consumer demographic trends. One consequence of these
shifts is that some number of ."mid-career," non-disadvantaged American workers
find themselves unemployed, despite ‘having - previously enjoyed relatively-'
stable work histories, high skill levels, and high wages. A previous paper

'* by the present author estimated that the number of | such workers, as of March
1980, ranged between 400,000 and 900,000, depending on the” definition useg. .
The present paper examines the question of what forms of employment ahd

"“':’:t:fﬂﬁiﬁgx’iﬁéfs}fﬁﬁt‘em"thé’:"f‘e“d'e_x'il’:"'g_d\Te" roment might most “usefully pr 6%7"1'(]'6 Tto . ¢
asgist these workers to become productively reemployéq. As part of this’
examinat;on,' the appropriate role of. the existing CETA delivery +8ystem is
explored. - - e - .

, ~ Typical workers .dislocjted by economic change are very different from-

typical disadvantaged workers,; who have been the primary recipients of federal

" employment and training attc¢ntion during the past decade. They are bettex

educated, have enjoyed more steady and extensive Jjob experience, and are used

to ‘commanding " comparatively high salaries and fringe -benefits. Further-
more, the condition of dislocation=—in the gense of having. become uremployed
from an occupation or irdustry experiencing long~term employment decline~-is
not a powerful predictor vof experiencing’ unemplog’ment: of unusually long
duration or invelving severe econcmic hardship- Thus, .the rationale for
assisting dislocated workers om traditional equity grounds of assisting
workers at a disadvantage in the labor market is virtually nonexistent.

p Just as.-the reasons for aid_ing‘dis'locat:ed ivb?rkers differ from the reasons§’
for aiding disadvantaged workers, so the employment and training needs-of the
two’ groups differ. - In particular, dislocated workers. gemerally Wwould not
benefit from the "pre-work-readiness" training and "starter" work experience
programs which have been the mainstays of -federal employment and training .
programs for the disadvantaged. Rathér, the highest priority needs of the
typical dislocated worker are twofold!? o S

L
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) job -search assisrance in the period immediateiy rollowing dismissal
Co and L’ s “ )—4\ s 4 . / ‘ .

o] financing of specgific skill training for a subset of ‘workers who
will be making a major occupational transition.

A third possible need ’ for federal action=-worker mobility assistance——is
examined in this papet buttrejected as a priority need. o . .
o Because the two populations-—dislocated.workers and disadvantaged workers
—are -different .in background and heeds, it 1is difficult to make &~ presump-
.tfve case that the CETA delivery system, designed to serve the disadvantaged,
~should bé . the delivery vehicle' for serving ‘the ‘dislocated; nothing se simple
as deleting ‘the income test for eligibilitx for GETA Titles IIB and IIC is
, appropriate. ° = . . C
| " : . _
Instoad of sharing their employment and training needs in common with
disadvantaged workers, dislocated workers share them in common with the-
majority of the mainstream workforce.. ' These needs reflect basic private
market failures in the general labor market, not problems exclusively faced by
- workers dislocated. by economic change. Therefore, the service delivery
'institutions for meeting thege needs should serve the entire work fdrce rather

than dislocated workers per se. Specifically, this paper proposes\the crea-
_tion of two such institutions:.

‘o A short-term job develogment and piacement operation which . would
move temporarily into locales:of mass layoff or substantial long-

_-term_e economic decline._l e - e e ' ,:m,. o e

o A national training fund for workera . seeking midcareer retraining.

The Canadian Manpower Consultative Service provides a model for the first type\s

.of institution, while the French Further Vocational Training System provides
a model for the second type. A

3 . : . n
. .




I. INTRODUCTION AND OVERVIEW *
) ’ - v - (‘ ) . . : . - u - N

The American economy is in an era of rapid economic charge. The'swift '

[ 3% .

' pace of technological dnnovation, the increasing challenge ‘of foreign cgppe—_

!

tition° dramatic shifts in the price of key industrial inputs, notably

‘ﬁenergy, major changes in consumer, characteristics-andvconsumer tastes' and
’ [

) unpredictable redirections in government policies and expenditures all

cpntribute to the rise of certain industries, regions, and occupations and the
decline of others.l One consequence of mheSe changes is that a substantial ‘
number of: "midcareer," “mainstream“ American workers have- found themselves in
" the ranks of the unemployed despite having previously enjoyed relacively
:stable work histories, high skill levels, ‘and high wages. A previous paper by
the present author estimated that the number of such workers, as’ of March

’

;Hl980 ranged between 400 000 and 900 00 depending on the definition used.2

‘

For approximately the past fifteen years, federal programs dealing with.

the employment .and xraining needs of . the uneaployed have facused on persons
quite different from these Workers dislocated by- economic change. disadvan-
“'taged workers, typically characterized by unstable labor market experience,"
low skill levels, and low wage rates. Thi:icargeting is clearly characteris-'

tics -of activities under the Comprehensive Empldyment and Training Act

(CETA), ‘and of federal initiatives on youth employment as well. Not since the.

. . ‘{ ,q L
N , . f o 0 —_— Y o
- : . /

~ . Y

1 On such chang s, see Marc Bendick, Jr., A Federal Entrepreneur? Indus-—
trial Policy and Amefican Economic Revitalization (Washington, D.C.: The Urban
.Tnstitute, 1981); . Kithryn Rudee Harrigan, Strategies for Declining\Businesses'

(Lexington, Mass.: D.C. Heath, 1980); Gail Garfield Schwartz and Pat Choate,
Being Number Onme: Rebuilding the U.S. Economy (Lexington, Mass.:' D. C.. Heath,
1980); and The Impact of Intérnational Trade. and Investment on Employment
(Washington, D.C. Department of Labor, 1978). .

2 See Marc Bendick Jr., 'and Judith Radlinski Devine, "Workers Dislocated
by Economic Change: Dc They Need Federal Employment and’ Training“Assistance7"
in  Seventh Annual Report of the National Commission for Employment Policy.
(Washington, D.Ce: The Commission, 1980): :175~226.
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Manpower Development and Training Act (MDTA) of 1962 have major fedgrally—
%
-sponséred employment and training efforts been directed explicitly to the

.n%eds of the nondisadvantaged structurally unemployed.‘

LY
.

RN

Redirertion pf ﬁederal employment and- trZining efforts away from disad-

vantaged workers and toward workers dislocated hy economic change would
obviously entail changes in program eligibility rules._ At the same time, 3;

'should also entail changes\ in the services being provided and their modef
I A ]

of delivery. This is true because the two types ‘of workers -are very different

‘w

in- their characateristics and their needs. The mnst specific goal of.this

paper is to suggest the sorts of employment and training services which would
N at

be most useful in assisting dislocated workers to become - reemployed. To do

so, the paper examines, in turn, mobility assistance .(in chapter II),.job

search assistance (in chapter III), and retraining assistance (in chapter Iv).

-
»

.It concludes that certain forms of job search assistance and retraining
’ - Ii - ~

'“assistance would-probably_be-efficient_and_effective forms of federal aid toit

g.\ M
<3

®
dislocated workers, while mobility assistance would probably not be a very

useful approach.

- ! b . e
The most important theme of this paper, however, is not contained in
o N o - ‘
its specific. conclusions concerning\these three modes of employment and

' training assistance.f‘ Rather, the most significant message of this report

concerns the basic way in which ~the issue of dislocated workers is approached.
' R | p - : _
“f,Most \discussioﬁs concerning employment and training services “for workers

/ ’-«' -
IR .

'-Tdislocated by economic change have. been structured in much the same way *
that discussions of such services for disadvantaged workers has'been ~struc-
tured. That- is, dislocated workers are thought of as a‘ﬂistinct popula;ion of
individuals, a, population which is relatively easy to define by program

' eligibility rules and whose need for services are both relatively homogeneous
. N
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and distinct from the needs‘of other workers. My previous paper on dislocate

A}

workers, by describing the characteristics,of these workers and Eheir labor

. W
T market circumstances, suggested the inapprOpriateneés of this thinking and
v /. R *

argued against the creation of new federal employment and training initiative

L
~m—

“with such workers as theiF target population. Among other things, that paper

¢ - ‘

concluded that‘l S . - A o I%

o The overall magnitude “of the dislocated worker;pgpulation is not .
. strikingly large. For example, even by the broadest definition
) ' Ehployed in that paper, they constitute less than one percent of th
U.S. labqr force. and less than 14 percent of the unemployed.

. ~ \
- 3

c The category of dislocited worker itself 1s at most a weak predicto

' that an unemployed person will .suffer long periods of unemployment,
w . . special difficulties’ becoming reemployed, or extreme economit

' .hardship while unemployed. . . Y

&

o To the extent that dislocated workers do experience uhusually long
periods of unemployment, the causes of this long duration generally
reflect past and present affluence rather tham past ot present
.distress. These "disabilities of affluence! include geographical
immobility arising from homeownership; financial incentives to wai

-, inordinately long for-recall from. .layoff, lured .by very high’ wages
... -and generous fringe benefits enjoyed on that previous ‘job; and lac¢
" of financial pressure- to geek immediate reempioyment, because.of
) \\ ‘generous cbverage by wage replacement programs and the presence of
' ’ other-earners in the family.

» - - -

. Such circumstances ‘do .not seem to, provide a rationale £for assistance to

. | N7
_ . dislocated workers per se. : -
% : N - e, _
rdﬁ, . And yet a number of rationales do exist for federal:employment and"
‘Y. / 7’

training activities, based on the failure of the privat  market to-operate'
<> L. - . . 3 _'l\
' efficiently for the labor market in general. ‘The increasing pace of économic
4

change, of which dislocated workefs are a symptom, exacerbates these,failures

;In.rejecting the notion that dilecated workers as such should receive
0 e .
federal employment and training assistance, we should not overlook the riging

¢ v

o PR < . ~ ’m » -
. t - *
. -1 See Bendick and Devine, Workers Dislocated by Economic Change, op.
cit., p.217. _ . . .-

4.
. . [;
.o L . Lo q
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;need for” federal employment and training activities addressing those failurqs

..’\
and serving dislocated workers as part of serving the total labor force.

4

These key private market failures, which are discussed 4n greater detaiI later

A\

in this report, are: sy, .. . . _
. . . ‘ ’ N
fmwor Lack of adequate job search skills on the pa;t df unemployed indi-
vidﬁals . . ;

a Lack of adequate institutions to assist unemployment individuals
in searching for_jobs.

<

o 'IFailure by employers to provide adquate training for their employ-
ees. . .

“ . o - e

B

.o,,« Failure by individuals to purchase adequate training for themselves.

' Because these problems\\fflict the labor foch'in general, rather than

-wofkers dislocated by econcmic change exclusively, tﬁe problems of diblocated

workers are more more appropriately addressed if dislocation is seen less as 3
s B -
characteristic of an identifiable population of individuals than as-a recur-

rent temporary condition An the career of the majority of workers. " This

*'latter approach accepts ‘the rapid and increasing pace of change in the economy

‘as an gngoing and increasingly dniversal fact of economic life.

f l
" Such 'a change in -basic perspéctive carried important implications for

current policy debates concerning the federal employment and training initia-

tives for the dislocated. In particular, it implies a shifting of discussion
\

away from-such topics'as possible "retargeting of CETA (or\CETA-like)iren

sources from the disadvantaged to the: dislocated (e.gs, through alteration of

~?the income-eligibility limits for CETA Titles IIB and IIC); and it broadens

« ! ’ oA

o the scOpe of interest beyond dislocated workers who exhibit labor market’

¢

difficulties Ke,g., by ‘experiencing unemployment of long duration) Instead,

it focuses discussion on .the transitions which all-workers must undergo when
-~ .

z - .
oo . “



facedefL/chpomic change, whether or not those transitions are marked by

une ent and whether or not these workers are identifiable as "dislocated." )

/////;md it suggests the need to: think in terms of new ppblic labor market institu— f‘

tions to serve the entire lahor force, not just some identifiably-distressed

i -
— i ‘ ’

subset of workers. , _ . . K
< / ) . ! , ‘.,‘,:

v Chapter V of th;s report will argue . the - need for two such new lahor'

market %g/titutions. one ‘for Job search assistance in labor markets experienc—,
. !

o ing sudden or sustained high levels of unemployment and one for financing the
. e . Q
retraining of mid—-career workers. . In’ each case, an existing program in a°
foreign nationg-Canada and Francee respectiveli-fis used to indicate the- sort
. . . ' ,‘\‘\ .

of inatitutiod which is being proposed.
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T ' , 'II. MOBILITY 4SSISTANCE . -

BN

<

‘ One of ‘the v"characteristics of - unemponment associated with structural

N : . o

change‘s'ain the economy is chat: it tends to conce_ntrate'in local'es.‘w.h'er,'s;

) : : a

industr:[es in decline are concentrated. High 'unemployment rates in these*

’ N

locales _way coe:gist with low unemployment: rates elsewhere in the country.

- For example, _the following unemployment: rates au were recorded during the

month of July l980‘1

. Areas of HiﬂUnemplg'yment‘ ' . Unemployment Rate
' Flint, Michigan ° ‘ 22.42
. Elkhart, Indiana - 19.7
. : Saginaw; Michigan - ' 1761
- Decateur, Illinois - ' - 16.0 -
"~ Youngstown, Ohio - _— 14.3
Johnstown, Pennsylvania : 13.4
Areas o/f Low Unemployment . Unemployment Rate .
' State of Wyoming . N B 3.82
* Lafayette, Louisiana . . b 3.9 &
Austin, Texas 4.0
- Houston, Texas - 4.4
. . Tulsa,.Oklahoma : X 4.8°
L Raleigh-Durham, North Carolina 4.9

it is definitely harder for job seekers to find. employment: in areas of

few vacancies_and many job seekers,2 ‘but- that is precisely where many workers

«Q

dislocated by economic change currently live. Therefore, one way for them to

enhance ‘their chances of becoming reemployed yould be to migrate to areas of

.low unemployment and rapid job growthe. The question for public. policy is:

N .
[ - -

1 U.S. Department of Labor, Emp_loyment and Earnings 28 (September 1981),
Table E-1. . I
/ . . . . %
2 In my previous study of dislocated workers for’ t:he National Commission

for Employment Policy, I estimated that if a worker unemployed by economic -

change lives in an area with an unemployment rate\ above 8.5 percent, his

expected duration of unemployment is increased about 20 percent. See Bendick»

e

and Devine, "Workers Dislocated by Economic Change " op. cit., p.l99.

100
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should the federal government provide financial assistance or special employ—,/

ment services to encourage and assist such migration?. - -
b . ‘ . . %o

- . v

In seeking an answer to this question, we shall first describe the

nature.of_barriers E&\mobility,(and then we shall’ examine the record of past
. . \ ' ’

~

government efforts at.mobility assistance.
] .

Barriers to Worker Mbbilityf?
. ~

v Compéred to many oﬁher industrialized nations, the United States is a .

’ a

relatively mobile society. For example, as of 1970, some 47 percent of

-

U.S. households moved dur'ing a fiVe year period, compared to 33 percent of

v households in Japan and 38. percent in Great Britain.l “And yet the degree of

“residential mogility should not be overestimated. For one-thing, a substantial

vos

proportion of all,moves are undertaken by a small proportion of households who

4

move repeatedly, leaving a large proportionmof the population who move seldom

or never. Furthermore, the tendency for households Lo move falls rapidly as

»fthe-household~becomes«older~n~for example,~a9~of 1970, -some 7l 6 _percent of ;

<

households in ‘the 25 through 34 age range moved within a five year period

while only 32 4 percent of households in the 45 through 54 age range did
lSéwz-‘ Finally, more than half of all residential moves involve remaining
within a local area, only about 20'percent involve moves across state lines.3

’ Sueh numbers do not suggest that a large proportion of workers dislocated by !

economic change would pe readily amenable ‘to moving long distances to seek

reemploymeﬁu. ' oL &,

4 1 See Larry' He . Aopg and Celia G. Boertlein The Geographical Mobility of
Americans, An International Comparison, - Current Population Reports ' Special -
Studies Series P—23 Number 64 (Washington:XU, E Bureau of - ‘the " Census,
no date). ’ ) : N ’

2 Long‘and Boertlein, op.cit., p.9. { :
'3 Long and boertlein,,op}cit., " pe20. .. -

v
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Several elements. contribute to th,i's genersfl reluctance to move. Oue is?

o

4

the - psychological and sociological‘ “roots of' family, church a‘nd community,

attachments whiclr often are pa/{ticularly important ‘among - blue collar indus—'
- v a
trial workers of strong ethnic background who comprise a. substant:lal part of"

‘ e LRI,

the cu‘r"rent population of. dislocated workers. '. other element is the cqn=

straint of houeownership., Many dislocated workers have been affluent e'nough

] .

to become homeowrz’ers, and the financial costs of selling one home and - purchas-'
ing’ another can be a mejor deterrent to moving.l The financial costs of

such moves.are particularly prohibitive if the home to be- sold is in a depres~

sed, low-price housing market (for example, Detroit or Yo.xngstown) and the' |
home to be purchased) is in a growing, high~priced housing ma.rket (such as‘
Houston or San Diego). 24’ A third element creating barriers: to mobi‘lity is
"~ the presence of a second earnmer in the hou'seholds of ma‘ny .dislocated vzorkers.3
. When moving to another." city to find a job for omne 'worker requires that another -
worker in the household quit -an existing job, the costs and risks of the move K
,f are'greatl;v‘ increasé‘d\.{, T ‘ .

Given all, these circumstances_, it is most sensdible to think of'the

population of dislocdted workers as- exhibiting a broad range of"x‘villingness to

’ s : . B
b 8 . : s - ‘,.4.-
t -

) < - /‘ . k ) - J LA
1. fn my previous study of dislocated workers, I estimatec ~hat being a'\‘
homeowner increases the’ exp,ected duration of unemployment fo: A dislocated .

watt by about 10. percent. .See Bendick and Devine, "Workers Dislocated by

Eeckrdomic Change," og.cit. p 204-207.

. 2 ‘Furthermore, in recem: years, rapidly rising ‘home mor tgage interest."
‘ratés in a high~inflation era have made newly-issued mortgages: very much more -
expersive than mortgages issued in earlier years, 'increasing the reluctance of '
homeowvners to sell. . -

»
’ * h’ P

3 In ny previous study of dislocated’ Wor ers, vestimated that about 57
percent of workers dislocated by economic’ xchange h.ue one Yor more additional
earners in. their household.’’ " See Bendick and Devine, - "Worke):s* Dislocated by

© .Economic Change," op. ¢ it., pP.213.

Vi
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rove. Among those workers who are young, not homeowners, not a‘/sséa:iated wich

. .

" an employed - spouse, and nét strongly attached to family and community £oots,

quite a few individuals would be willing to move. ‘ As each of, these conditions

is, altered hbwever, this willingness w0uld decrease, - and many dislocated~

workers exh? many of the factors associated with immobility that they

%prove extre ly relu\ctant to uproot.

o

i

.,  Some in ication of - the proportion of workers fallimz into each of the

’ o

workers vf?b were dislocated by economic change ag of March 1980. Fo}ﬁ,e five

L

year period preceding their unemployment, 40 percent of these wérkers had’

: resided continuously in the ame house' an additional 37 percent had moved at.

least once, but only within the same local area; - and only 22 ‘percent -had

\\mpved long. distance.l Confirming this notion that the proportion willing to

K4

x
mpve will be modest, approximately 20 percent: of enrollees in the Department
of Labor s _Job Search and Relocation\Assistance Pilot Program and 6 percent of

. ¢ -~ . ‘ \7‘ . .
enrollees for Trade; Adjustment Assistance \ntili% relocation\assist:ance.v2

Mobility Assistance Programs = | , .

Over the past 15 years, the federal government hss been involved in

)

.Q,

gories n be gleaned from the followin/g data on the’ mobility histories of |

h . ’>~ \\

se eral mobility demonstration projects or pilot pxr:o;]ects.3 ‘Additionally,

o
v_ar.ious mobility assistance provisions have’ been included in recent ad hoc

e

1 See Bendick and Devine, "Worker Dislocated by Economic Change,"’
__Ro cito, p02060 ﬁ'l" ,' y N 1

2 See Michael C. Barth and Fritzie. Reisner, Worker Adjustment to Plant

Shutdowns and Mass LazofES' An Analzsis of Program Exp@riehce and Policy

‘IOEtions. Washington, «D C.. ICF Incorporated, l981, p.3-32.

1

3 For descri"rions of some of these efforts, see Charles F. Mueller,

' ""Migration of thw Unemployed A Relocation Assistance Program," "Monthly Labor

Review (April 3981Y, pp.62-614, and. Audrey Freedman, "Labor Mobility. Projects

for the Unemoloyed " Monthly Labor Review (June 1968), pp.56-62..

S
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. dislocated worker 'adjustment programs such as Trade Adjustment "Assistance
(zan) .1 " . o .

One common - form of assistance provided under such initiatives :f cash

\repaymenc of some of*the out-of-pocket costs of moving, primarily the costs of

' transporting the worker, his family, and his household goods. Such grants
Y / D

typically have»been limited to a fewxhundred‘dollars, for example, TAA

. provides for repayment of430 percent of out—of;pocket expenses, plus a lump-

-

~

sum .payment of three times the worker’s  average weekly wage, but with.an upper °

. \
‘limit of $500. However, some programs have been tonsiderably more generous.

The Redwood Parks Act offers reimburaement of 80 percent-of transportati%n and'-

H

living expenses (up to $5C0); plus reimbursement of household moving expfnses'

plus up to 10 davs of\wage- plus reimbursement of the difference betw(en the

. sale price of a home and its fair market value (or, for renters, the costs of

A
leasg cancellation).

y
.

It 18 probably safe to say that cash benefits of & few hundred dollars

will have re aéively little effect on changing the unwillingness to move of

workers who have little prior propensity to move——those who are homeowners,
with established families, employed‘ spouses, and St;ong community roots.
Younger, single less established workers have often been the main volunteers
; for such benefits, but they probably were fairlr willing’tz move even without

.

such assistancL 2 At the.:thgr end of the spectrum, programs which offer to

\

"make good” the financialglosses from home sales and to cover the substantial

coats of moving large established families and all their household goods are

<4

inevitably very\expensive per transfer,‘ and even then, they may still serve
. . \ . - . ' .

. ' v ' N .
) v . ; .

1l gee U.S. Department of Labor, U loyment Insurance and Proliferation '
of Other Income Protection Programs for Egpgrienced Workers, Occasional Paper

80-l (Washington, U.S. Department of Labor, 1980).

—
-

2 Freedmn, OE.’C&C,, p.59.', . : . \ :

i




more to reimburse the costs incurred by families al\ready willing ‘t< move '

g
-

rather than to. induce additional movement.3L . Even /without carefully -con=
¢ 4 5
trdlled dat-a on . the effects of such programs,'-it is reasoreaua o conclude

o

that \modest financial payments primarily reimbtirse' ‘the costs of workers who
S

were relatively mobile even in the absencce of these payments' they_should not

' be thought nf as a p.romising way to induce a great ‘deal- of additional worker
mobility. . | s

#A second form of assistance provided by some past mobllity assistance

. programs is that of social-worker ‘type counselling to assist the family to

_find \housing and to resolve family adjustment problems in a..new community.
The clear evidence from past programs-~ is that such assis‘tance would - be of. .

little value to the majority of dislocated workers. To the extent that such

assistance has been valuable at all it has been so primarily for disadvant- -
L7 h g 0

aged - workers, especially those moving to urban settings from rural areas;"

-“and ip such cases, the most efficient sources for. such "a.ssi-stance is the
o

social services system already existing in t.he new community, not some ad hoc

-

assistance provided by a mobility program. Such assistance is neither neces-

;

" saryjor appropriate for the vast majority of dislocated workers.2
Th

e third type of . assistance often offered by mobility assistante ,pro=

- grams is financial and informational resources for long-distance job seaich.
- b
Included in this category are cash grants to cover the out-of-pocket costs of .

.2 job search trip to a distant job market; . job-fairs at which“employers from

distant areas:are brought to a labor-surplus area to. conduct interviews;

ECN . . ) w)

[y
i -

1 For related evidence on the failure of modest financial incentives
to induce household mobility, see Raymond J. Struyk and Marc Bendick, Jr.,
editors, Housing Vouchers for the Pgor (Washington, D. C.3 The Urban Institute
Press, ;381), chapter 5. C oty ] ~

%

2 See Fréedman, op.cit., p.60. For related evidence which bsuggests that' 3
..even disadvantaged families typically do not need such dervices, see Struyk ;
and Bendick, Housing V ouchers _E.cit., pp.252-259. oL, \ :
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~information on'jobs in distanf areas;l and facilitation of job'interviews_

via long-distance telephone. »

Many of these activities are of relatively low cost to the government to
\ o ‘ \
provyde and may overcome substantial barriers to metility for a subset _of

\

'{dislocated workers._ After all the risks of moving are- grelﬂﬁb-reduced'if-a

-

job\::s al%eady been located" some workers and their families who would not
e

b ling to undergo the costs and inconvenience of moving on the possibility7

of-a new job would do so with a definite job offer in hand. 'Therefore, of the

-various forms of mobility assistance, this third general category appears the

\M -
Bowever, even this relatively cost-effective type of aid should not be

. most promisirg in terms ‘of relative cost-effectiveness..

expected “to generate mobility among the majority of dislocated workers whose

ircumstances are strQm ly re stent-to mobility.’ No modest-scale mobility
@gls _

assistance is likely to shift them. /And in consequence, mobility assistance

in general should probably not be focused upon as a major thrust of reemploy- .

' ment programs for dislocated worke;s. As desirable as it might bé to move
unemployed wghkers to more promising labor' markets, American workers are o
&= hd ’
. remarkably resistent to such pressures to move; and most mobili y assistance
; ' » -

is unlikely to change their minds.

1l Inter-area job information provided by the JobbService will. be discus—
sed in chapter III of this report.
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III. JOB SEARCH ASSISTANCE

oz

° e _ _
Job search assistance refe\s to the provision to the unemployed of

=

'either encouragement to be actively searching for a job information on ‘job

availability, or traini g in- job search and application techniqués. . Such -

Y r :
activities are well-established parts of the repertoire of mmployment and”

training services offered by wvarious goVernment program%, past and present - as
. well as by the private gector, both nonprofit and for-profit. S ;\h

| There is reason to believe that govermment provision of such services
may vgry.wellvbe both useful_and cost-effective-in the case of many workers?

fdislocated.by economic change. 'There is8, of course, wide variation among
\Hi:;ocated workers, as in any large population,'of the - level of job search
i

ski!
—

pgoportion of such workers have, prior to'betomingvdislocated; enjoyed long:

) . : -

1s and resources which individuals will -possess. But a substantiél

?

tensive, are thereforevoften rusty from di use.‘ Additionally, the experi-

/e

{%Z:nure'with one employer. Their job search skills, which may never have been

f ence of becoming unemployed after an ‘extepded period of job stability is

emotionally traumatic for many workers, making various forms of encouragement.f
g potentially important in overcoming lethargy. ;inally;-many dislocated .
"worhers become'unemployed'astart‘of plant closures or mass layoffs or in a

locale ofwgeneral economic decline. ‘In_such circumstances, run~of-the-mill

types of job search approaches--such“as asking fri:nds and'relatives or

checking‘forfpostings at local plant gates~+may -be inadequAte, whereas they

» L » o

might have sufficed in more favorable circumstances.

Another’ consideration which tends to make job search assistance a

relatively attractive instrument for government action 1is its high potential

'cost-effectiveness, not omnly from tne perspective of society in general but-
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also from the more narrow perspective of the government s own financial

outlays. The costs of jbb search assistance, Pper . client served, tead to be

g

orders of magnitude below the costs, for example, of worker retraining, while
the potential returns-largely in terms of unemployment compensation paymentsp

‘avoided——can be substantial. ﬁf‘ ,aa' . H-;u ,°..‘

o

Thus, for cost reasonsuas well as effectiveness reasons, various
strategies for job search assistanceqdeserve caceful examination in the |

development of assistance stra*egies for dislocated workers. In this section,

- we will ‘review two aspects of such services. 'the ongoing Job Service~and

special, ad hoc, exp rimental, or innovativeuapproaches to job search assist-

v
~

.'ance'typified by "job clubs.”

The Job Service . . T S

. o

<

The United States major ongding governmental institution for job search
. services is, of course, the federal—state employment service, which in most
‘states is now called the Job Service. In operation since the l930 s, the - )
Service now has approximately 2 600 local offices throughout the United
States. Statistics on their scale of operations\make clear that the i fitu .
tion is not trivial. In fiscal year 1979, for example, 15.5 million §?§
seekers were registe}ed/with the Service, 9.5 .-million job openings were
listed; and 4,5 million individuals vere placed. l ~'
Despite this large scale of operation, the Job Service has never deve-
loped a dominant role as a labor exchange in u.s. labor markets. While the

Job Service/is involved in millions- of job placements each year, this scale of

*operation‘is_only a small fraction of the total Job placements in the- country.

~

1 Employment'and Training;geport of the President,,l980; p.58.

-
a

R -
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: Forfexample, a recent suryey of 37 studies of job seeking beh%vior repcrted

that the average proportion of successful job plhcements accounted for by the

Tw

Job Service was 6.8 percent.l Furthermore, the dominant types of  job vacan-
N

cles listed in  the Job Service £fi13s tend to be relatively poorly paid, entry

level positions heavily" concentrated in dgmestic service jobs, clerical

occupations, and some high turnover blue collar jobs.2 Thus,rwithout a
, major change in its overall ?ole as ‘a’labor exchange, the Job Service is not

. preparedmto-provide information about the vast majority of the job openings

.

relevant to dislocated workers- it does not list the majority of jobs in a
locale, .and it is particularly short of job openings for' experienced and )

skilled workers.

’

Several ocher_factors,_in addition to its lack of relevant job openings,

would'tend to hamper the effectiveness of‘Jobeervice offices in providgng
. _ . ) o ,

useful assistance'to digé?cated workers. First, many Jobeervice offices

-offer very little counselling or job search advice- .to the extent that a
4

dislocated worker needs either encouragement in his search or coaching in

search and interviewing skills, the Service is simply not set up to meet those .

Ld

needsw.3 Second, in a time when unemployment is rising rapidly in the juris-
~diction of a local Job Service office-as, for exa ple,'in'a time of méss.
layoff or plant closure—-the office may temporarily s} ift staff resources away
. from placement assistance for temporaryuduty in processing the heavy load of
‘ unemployment insurance claims. Third virtually’ the only job listings avail-

able. in a local. office refer to the. local labor market- the Job Service is

-

1 pavid W. SteVens:."A'Reexamination of What is Known About Jobseeking
Behavior in the United States." In Labor Market Intermediaries (Washington
National Commission for Employment Policy, March 1978), pp 99-100._~, >

'_2 Barth and Reisner, Worker ‘Ad justment, op.cit., p.3~l7.

. 3 Barth and Reisner,~Worker'Adjustment, op.cit., p.3-17
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- jobs - in more distant locales.l_
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vnot well set up. to provide leads to dislocated workers willing to consider

-

o .

Expansion of the role of the Job Service as a labor exchange intermedi-
.ary may well be a sensible directio? for’ longnterm development in the-U. S.‘
employment and training system. But theorelevant gord here is long-term. In .-
its current rgge, the Job Service has- relativelx_little to offer by way of job

search assistance to the majority of disTocated workers- and there is no

low-cost, easy, short-term way to develoy that capability’ﬁithindthe Servicea

T -
- e
3 e

If the majority of successful job placements are not obtained through
the Job Service, how 'are they obtained? The answer is: through informal‘

channels of-search,'primarily personal contacts through friends and relatives
. _ Sl ‘ L _

- and direct application to firms ("at the'plant’gate").-.The survey of 30 job

*

" - .seaxch studies mentioned earlier reported that an average of 34 percent of?

N \\hccessful placements came via the former channel and 31 percent via the

' each5accounted for only a relative scattering of-.successes.2 :

| latter.- The entire range of formal channels for job search-—-including both

public and private employment agencies,ﬂwant ads, and_union clearinghouses-

AN

If'this basic fact about successful jobseeking in general applies to

dislocated workers as well-—and there is not strong reasgp to believe othé?-

"wise-then the keys to successfuly job search for them may be characterized

as: a high level of sustained personal effort, maximization of personal

o«

. L The Job Service offers an interstate clearance system for job vacan—-
cies, but this system does not- typically provide substantial ‘assistance to the
majority of dislocated workers., Only job openings remaining unfilled more
than 30 days even enter the system. Also, utilization of the system depends
on initiative by the job seeker and the management of his local Job Service
office. - _ - '

‘ﬁ‘;\ . - .

2 Stevens, "A. Reexamination of What 1s Known* About Jobseeking," op.cit.,
pp.99-lOl. . _
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contacts, and”’ attractive self-presentation. The emphasis must therefore be on

individuals finding jobs for themselves, ratherqthan on formal intermediaries

‘-
©

finding jobs for them. ’ - ' ) " cy
"Job clubs” are “a currently fashionable ,model of* job search assilstance
institutions which operate in this "self help" style.l 'A job club is a
'utemporary alliance of job seekers who meet regularly to provide aid and mutual
u:reinforcement ‘0o each‘individual s job search._ Normally, they are organized’

under the aegis of a job search assistance program.,
Ay

The operating mode of a job club typically includes-the following ele—

, ments.2 ' ' o T :
. . . . h
o A membership of no more .than 25,‘ . \ '" o
o Regular meetings for suﬂstantial amouﬁts of time (e 8o half a
day threa.times per week); < Ce 0 .o

N

“0 Explicit - training ‘on” specific job. search and self;presentation»
skills (e.g., resume writing, interview techniques); extensive use
- of practical exercises and role-playing in this training,

o . \ y ceow T '-b

] Provision of job search ‘materials and facilities (newspaper want
. ads, telephones) for actuak.job-seeking during the meetings; .
-and g .
) o  An atmosphere of. peer pressure and support for a sustained level of )
search activity. : , L. : _

+

° . .- ) = . ) . ® . -

1 On “job clubs, see N.H. Azrin, T.. Flores, and S.J. Kaplan, "Job Search
Clubs: -A ‘Group~Assisted Program for Obtaining Employment," Behavior Research.
and Therapy 13(1975), pp.l7-27;  B. J. Remp and C.L. Vash, "A Comparison
Between Two . Placement Programs for Hard-Core Unemployed Persdns," Journal

* of Employment Counseling 8(1971), pp-lOB-llS P. McLure, -"Placement Thrgugh
Improvement of Clients’ Job Seeking Skills," Journal of Applied Rehabilitation.
Counseling 3(1972), pp. 188-196, G.L. Reid, "Job Search and the Effectiveness’
of . Job~Finding Methods, Industrial and-Labor Relations Review . 25(1972), .
pp.479-495;  .and B.R. Schiller, "Job Search Media: Utilization and Effective-
ness " - Quarterly’ Review of Economics and Business 15(1975), pp~55-63.

2 This description is adapted frOm Barth and Reisner,. Worker Adjustment,

Ny EoCito, pP 3"'18. . . ) v \

- . ) .
@’ ' . o [
. . o
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* The record of job clubs in terms of both raw. placement statistics and

cost-effectiveness appears impressive.l For example a study .of one pilot
project estimated that 65 percent of jo club participants found' jobs within

one month compared to 35 percent in a control group. In a second pilot

study,.success*rates of 62 percent for program participants and 33 percenth-

¢
for controls were estimated° and the ‘cost per placement was estimated to be
. - o :
only $167. A more .elaborate Job ‘club operation in Midlands Pennsylvania, on

the other hand, has cperated at an average cost per placement ‘of $7€?§ Since

- .

average unemployment benefits in thé U.S. average some $400 per month,'

these cost figures suggest thatﬂavoidance of even one or two month’s payment
K T '

-t

of unemployment benefits wouldﬁmore than justify the expenditure.
There are'two cautions which.mustfbe noted to temper these_generally
favorable conclusions about job crﬁbs. The first is that it is.not clear what

elements of the job club treatments are the ones responsible for their appa-
A

-

rent success or, indeed .whether packaging these elements together in a club.

'arrangement is essential or ideal.. Thus, the success of the ‘clubs should

aprobably be taken most generally as-a favorable indication that intensive Jjob
gearch" assistance of some’ form is a useful apprpach to thecproblems of un—

employed dislocated workers; and that-therefore support should be made
£03" "
available to a. range of institutionally innovative approaches to delivering

<
.

these seryices. : e ’ v R .
' L L

The second caution to be noted i that“while this type of job search

fo ¢

.aeaistance seema effective‘with workers who e -already motivated enough to be

seeking jobs, less is known about the abilyt _f’job cIubshto motivate and to

.,assist "deeply discouraged" workers who have dropped out of the labor market.
. ‘ : ’

. e
{

_ 1’ This paragraph is based on the _summary presented in Barth ‘and Reisner,
Worker Adjustment, op.cit., p.3-19._

ﬁ,. ‘. . -:t‘
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A typical prereQuisite to receiving assistance from a job club is that a job '
seeker volunteers to participate. This will;.ngness to enroll voluntaril,y

probably indicates at least a degree of hope that jobs can be found and a
degree of willingness to put out effort. ,'Ifhe're'\"“\is no "_e:ridence thaf:; for
example‘,’fmandatory' participation in a job club prog\ra'un as a prerequisite for
recei\:ring unemployment compensation payments would lead,to a similarly favorj-
able record of success. ) T | ‘\\\

Conclusions F.\,ﬁ | a
Many-—perhaps even a majority-—-of workers dislocated by economjic change

\
'

face the need to make a major job transition. At the least, they need to
lreplace the .job they, have‘lo'st. They will have to find'\ job. openings and to ‘.
"sell themselves" to a new employer, tasks which many of them may not -have N
undertaken in some years. In many cases, they will not directly replace that

: )

job but instead repackage their skills to undertake a different occupation.
£

And, in almost all cases, they will ,be undertaking these\ tasks under -the _

psychological trauma of having been let go involuntarily.l \\ In such circum-

stancqes, it is not surprising that job search assistance--both specific skill

v

training and t%e creation of a structured enviromment of encouragement and

-

regular task assigmnents--seem t;o be effective in promoting reemployment.

Furthermore, they seem to do so at relatively low cost in comparison to their
potentiaI returns. K
The current set of governmental job search assistance institutiona\-—not-

ably the Job Service-appears not to Tepresent adequate expl/itation of the

potential of the job search - assistance approach. Additional investment in

‘e

1 >0n the psychological impacts of umemployment, see Donald W. Tiffany,

Janes R. .Cowan, and Phyllis - M. Tiffany, The Unemployed, A Social-Psycholo- =

gical Portrait (Englewood Cliffs, New Jersey: Prentice Hall 1970).

., : . . ) . 7
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such assistance resources for workers dislocated’ b); ecoromic change seems a

' promising general direction for. .pblicy;\ ‘and job clubs Seem at least one
: M ¢ . o e

progii_sing model of .aN service delivery ix}stitution. .

7

P

-~
1
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© " IV. WORKER RETRAINING
) - o .

The level of expenditures per worker in a retraining effort are typically

an order of mag7itude or more higher than ‘those involved id either job search
.assistance or mobility assistance. Retraining thus represents a true invest-~
ment‘in human capital--an outlay.whose gene}its must be recouped over' a
multi-&ear>period-rather than a relatively modest current.e;pens%: ln what»,
circumstances are such relatively major investments appropriate? This chapter
‘will first discuss whether there islneed for government activity in'fhe“
| retraining 'of workers dislocated by economic change; it vill then explore the
record of past. government training efforts and - their(s implications for the
design of systems v;or delivering training services to dislocated workers.
" Market Failure and Midcareer Worker Retraining |

/
One useful way to approach the question of whether government activity in

wotker training is appropriate is to pinpoint the ways in which the private.
market does (or does not) fail to supply the socially—desirable amount of
training. This question must be subdivided, in Eurn, into the question of the

&
amount of training purchases by employers for their workers and the amount of

training purchased by workers: themselves. A ) p

let us deal first with training provided by employers. American industry
spendsimany hundreds of millions of dollar each year onbstaff training,
perhaps as much as $40 to $50 billion;l Aﬂh yet economiZLtheory suggests
that this level of activity is almosﬁ tertainly less than'would be in the best

long-term_interests of our society and economy.

S —

1 See Ernst W. Stromsdorfer, "Training in Industry" in Peter B. Doeringer,v
‘editor, Worgplace Pespectives on Education and Training (Boston' Martinus
Nijhoff, 1981);-pp.39=-53. . .

25 . .
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In reaching this conclusioP, economists start from the premise that firms
decide to invest in worker traihingtonlthe same basis that “they decide on
all types of investment: whether the‘financial‘returns to.the firm from the
activity justify the cost. Economists then separate training into two types-'
"general" training, which raises a worker s productivity in’ a‘wide variety of
employment circumstances, and "firm-specific training, which enhances a“
: worker’s productivitv only while working for that specific firm.-l When a
‘worker is trained to operate a computer which many firms use in their work

P

the training 1is of the former type- when a salesman is briefed on the virtues

@ SRR N . L

of his‘company s*products, the;trainin* is largely of the latter category.
| Because firm-specific training only =nhances the employee s productivityr
within the firm providing the’t zainir- romaetitive -firms are unlikely to
try to att:act the newly-trained emp’ 0y away fromfthe firm providing
the training; , the enhancedvproductivity flowing f&om the training investment"
will therefore,largely remain within the firm providing the training. Bug;an o
employee given generaI training will be an attractive target for being recruit-
ed away from the firm providing the training via higher wage offers to match
his increased productivity. Alternatively, in order\to keep the emplogae from
being attracted away, the training firm must raise .the employee’s salary as
fast as his productivity rises. In either‘case, the financial beneficiary of
the training investment is the employee, not the employer; and’thereforea‘
investment in general training is someth%ng that employers are extremely

reluctant to do 1 -

, 1 For a more formallexposition of the theory of human capital sketched
here, see Gary S. Becker, Human Capital (New York: National Bureau 0f Economic
Research 19645, -

PR
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The implications of #this reasoning for Workers dislocated by economic

- change ar,e' made clear if we relabel the concept of "general train’ing" with the
"more familiar phrase,' "t—ra{ferable skills." In a typical job, ‘there is
little incentive for an employer to provide workers with skill.. readily

£

transferable to other employment situati ns. Should an employee find himself
,’.suddenly unemployed due to structural( decline of his prior occupation or
industry, he will typically also find himself with less-than-optimal develop~-
ment of the skills readily in demand in other occupations or industries.
In this reasoning, the financial returns to development of transferable
" ‘skills accrue to workers themselves, in the form of higher wages and decreased-
p‘robpbility and duration of.unemployment.. Workers themselves then logically
,would be ?willing to invest in thleir“ own general training.' And ce‘rtainly many "
cases of workers dofng precisely that are readily observable. When a high -
sc'!{ool ‘graduate goes_ on to obtain a college degree, he."dis making such 'an.
investment;h when a worker taltes a job despite a low wage "beca'use it 1s good
’.e.x.p'verience," he also i1s _makiné that sort of investment. But a number-,of
"ci\rcumstances liwi: the extent to which workers dislo,cated by econoﬂmic
. change are willing or able to undertake the full. amount of such inves'tment

whilch would be socially optimal and economically efficient. _ ’

The first such circumstance is a shortage of information concerning what

-

type ,of training is most appropriate to invest in. Many'.workers dislocated by
'economic change are. in midcareer in terms of }%e and have enjoyed relatively

-lqng ‘enures in their ?'previou8_ industry or ocr.g.\pation. They therefore are
: . S " - .

typically quite out of touch with recent information on vocational choices

.-and their personal suitability for various jobs.r - And, indeed, the problem

—
~—..
-
TSl -
-
~

AEN
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does not arise strictly because‘of“the passage of time; many dislocated
7workers areisemi-skilled'operatives from manufacturing industrkes who landed.
in their original occupatio%§>¢ithout enteniive guidance or deliberate choice. h
A second circumstance which ﬁnteracts\with this lack of occupational-

choice information iS‘that of risk aversion.. Economists’ studies may indicate

that the average worker who undertakes a particular type of training nay
expect such and such a return’ on his investment; but there will always be a

dispersion around .this average return. Some workers who undertake a training,
S

investment in good faith will have difficulty getting placed and will, suffer',

losses on that investment._ In,circumstances where the worker is unemployed,
money will typically be tight in. the household; and in the absence of -a
guaranteed return to this investment-—a sure job placement after successful
’completion of trainingw~many individuals will feeﬁ/ﬁnwilling to take the risk
of laying out money for tuition. This unwillingness might be particularly“

pronounced if the money to pay for trainine would require borrowing, with

¢

fixed future repayment obligations, rather than dipping into .past savings.

-

A final factor which inhibits.the willingness of dislocated workers to.
invest in their own retraining is that of cash flow. When=a.worker is un-\

employed, unemploygnnt insurance and other wage-replacement programs typically
RN
‘repldce some but bygno ‘means all of the worker’s normal. take-home pay; omne

recent estimate for 1980 places the average replacement ratio at ab 40

percent of pretax earnings.l A household’s level of expenditures can be

adjusted downward only partially and gradually, particularly for established,

middle-aged households with fixed- commitments_,such as mortgage payments.

—— - >

1l gsee Wayne Vroman, State Unemployment Insurance‘Replacement Rates in 1980°
(Washington, D. C.. The Urban Institue, 1980)0 .

e =

o, . . . .
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o — - ) ‘b . - ’ » . 28 . , (N




27
’ -7

.

¢ Thus, if dialoeeted workers are te pay for their own retraining,‘fhey will
havé to be making cash outlays for tuition at "the- very moment when their cash

inflow 1is very heavily committed (and probably overcommitted) mo maintaining“
®
their previous standard of living. o -

N By pointing~out these facts, I do not mean to suggest that the government

-

should be presumed to be responsible for relieving dislocated workeis of - ‘all

i [y

costs and risks associated with their own retraining. Many dislocate workers,
prior to their disemployment, will have enjoyed relatively 'h wages for

extended periods of- employment and will have built up (or,’at least, could
have built up) substantial personal savings on which they ca.. call; and, as.

noted earlier in this paper, more than half of dislocated workers have at
, Q -
least one additional earner in their households. Nevertheless, a substantialo

o

p”oportion of dislocated workers would be either reluctant or uwnwilling to
finance their own retraining if substantial outlays are cailed for, that fact -
'_must be recognized, regaailess of ~what economic theory might ‘suggest would be '

s
"rational“ behavior by these workers in a world of perfect markets.

rwGovernment Involvement in Worker Retrainisg, Past and Present

The most. important thing to note about the preceding discussion of
° worker retraining is that .the role which it implieé for government action is.

-on the demand side of the market for retraining services. The supplier side

of that xnarket-the industry of institutions capable of responding to any

-

- 'demand for such'services-is large, diverse, and generally response. Among

the major'elements of that supplier system are the followiag:l

<
L, G
\
\ T

(a _', . o s - ‘% . ' .

: 1 Data citmd in the following paragraphs are from- Digest of Educational
Statistics 1980 (Washington, DeCo: National Center .for Educational Statistics,
1980), pp.163-173. v & - _— - o~
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0 Adult schools, run by local school districts, providing elementary
e school and high school-level training in- basic educat,gna‘\\hills,
. as well as secondary-school K level: occupational skills, to those
beydnd normal school agei:. As of 1975, some 3.5 million adults were

o . rece*ving general educational - training, and 8.3 .million were in-
% " volved in occupational training.'

<

o® Public noncollegiateApostsecondary vocational schools. ‘Some 812 of
these schools across the country enroll students in a wide ‘range of
vocational courses, including business/office skills, cosmetology,
manual trades, arts/design, and health care paraprofessional train-

ing.

[N

BN e . L.
o- Propriletary noncollegiate postsecondary- schools, numbering some
© 7,600, offer similar training to that offered in their counterpart.
o public schools. but do, sa on a for-profit basis. The total enroll-
‘ment in both public" and proprietary schools in this category totaled
 nearly 800,000 in 1978+~ .

¢ »

o gublic and nongrofit jﬁnior colleges and communitz colleges, numbér-
ing 1,190 in- 1978, enrolled more than 4 million students, a sub-

‘ _ stantial proportion of whom were in occupational curricula (rather_
e : than in academic curricula designed to enable them to transfer to
o four—year ‘colleges). . | )

‘ C F . -
v . . . .
0 ublic and nonprofit four-year colleges and universities, offering
) preparation for occupations requiring baccalaureat, graduate, or
: ,professional degrees. : .
4 8

)o; “Special vocational traini;g programs for disadvantaged adults,
' operating an ad hoc training delivery system (often under ‘the
auspices of a community-based organization such as.the Opportunities
Industrialization Center), typically with publice funding.

Of all six types of~institutidna, the federal employment and training

——
—

system has been heavily involved with the’ "supplier sidE"\of the market-—in

building service delivery institutions;:only in the final, quantitatively.
Ssmall category. There is every reaséon to assume that the existing supplier K
system represented by the first five categories can be relied upon to delivery»
Qtraining services‘ if onlJL-he i%sues of financial démand can be dealt with.
_This supplier system is eﬁgraphically widespread.. When all its components--

public, private for—pr fic, and nonprofit--are taken together, it ‘moves

.readily‘into vg;tuallylanyvopen market niche.1 It is already‘providingﬁ
: ’ S , ‘ T "h

-

e

1 on the differentiation of products among these sectors of the industry,

+ see Marc  Bendick, Jr.,."Education as .a Three. Sector Industry," 'in' Burton Ae
"Wiesbrod, - TheaVoluntary Nénp;ofic Sector (Lexington, Mass.: D.C. Heath, 1977),
i - .
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the types of training services which dislocated workers appear to need. And,

ig an era of declining birth rates and declining population in the traditional

sel attending age ranges (5 through 21), the educational system has substan

cial underutiliZed capacity. oo .

of particular policy interest is the question of the extent to which the

sixth category of suppliers--special training programs nbw serving the

disadvantaged-—should be redirected to provide services instead to the dis=

<

"located. For example, one might think of accomplishing some of this retarget-

ing by eliminating the income eligibility limits for CEIA services. With
these nationally—imposed eligibility' limits loosened, local CETA decision—
makers could then elect to serve either dislocated or disadvantaged indivi—

duals, depending on their local-priorities.\‘My own perspectives on the issue
. < . ’ ? ’ . N ’ *
of dislocated workers—presented in this paper and the previous'onel—-do not

support the desirability of such a move.

The. primary reason for this 'negative conclusion is that the special

: educational needs of the disadvantaged differ from, those of the dislocated,

and, to the extent that these Special delivery systems have developed special

)

;expertise or services not available-elsewhere, this expertise is targeted to.
1-needs other ‘than what dislocated workers require. In particular, disadvant-

"aged workers often lack recent or stable work experience and consequently lack

\ v

-

ngeneral work attitudes and habits learned on the job')\ and disadvantaged
* workers also often lack basic literacy, English-language, and‘ arithmetic'
: skills which are prerequisites to learning specific job skills. Thererore, the .

programs of many employment and training institutions for the disadvantaged

typically feature large quantitites of both ;emedial general education ‘and

job attitude/ work habit development (through such means as formal training on |

these'subjects and‘"starter work experience). _ Dislocated workers are, byb

T

..'14 Bendick and Devine, "Workers ‘Dislocated «byo Economic Change,’/gp_.ci:_.
. BT . L . .
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servicfng the retraining needs. of dislocated ‘workers’ through the same institu- -

" of dislocated workers.. Epr present purposes, the most significant -fact to -

) evidence for this conclusion is'thatlwhen'such services are offered on a free'

—EE;>voluntary basis, only a minority of eligible persons accept the offer.

30

-,

definition,'individuals with substantial'work experiende. Furthermore, the

majority of dislocatéd wdrkers have adequate general educational backgrounds{

-~ cu

{Those that do not are typically both dislocated and disadvantaged and there-
. fore are, presumably, eligible for/remedial services under the former umbrel-
la.)l A program of remedial general education and "starter" work experience

] c

would be quite beside the point for the majority of dislocated workers.

Consequently, there would be few economies of scale or other efficiencies from

tions developed to meet the needs of the disadvantaged. . -, ) .Y\

- Retraining Dislocated Workers in the Context - o : - f S

-of Midcareer Retraining in General

" More relevant to meeting the training needs of dislocatéd workers today’

a

are the experience of various past and present federal programs serving

various speeific groups of dislodated workers. Prominent in this group are-

the activities under the Manpower Development and Training Aat\guring the

f@kst half of the 1960 s and more recent activities under the Trade Adjustmenti

vl i
~“Agsistance Program, Redwood Park Act, and other programs for specific groups

etain from such experiences is that retraining is apparently not appropriate

for a substantial number——perhaps a majority——of dislocated workers, the key

f
~ At least four types of circumstances contribute to this pattern-

3 o
) L’ - e " <«

~

1 In my previous’ paper on dislocateo workers, I estimated that- 48 percent

of dislocated workers are high school graduates, and an additional 17 percent.

have at ' least: some" education beyond high school.- Thus, about 35 percent of

"dislocated workers do. not have high school diplomas. See Bendick and Devine, .

"Worksts Dislocated by Economic Change," og.cit., PPe 202-203.

’

»
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o Some workers-who -are officially designated dislocated eventually
‘return tn their  former emplgyment. This pattern held, for example,
for some 70 percent of persons certified in the early years inder

'~ the Trade Adjustment Assistance program- .
o _ Some workers who change employers do not“simultaneously changeJ
B occupations. A secretary or a computer programmer, for example,
RS © typically can leave a declining industry -for a growing one without
' "~ any need to alter their skills, ’ S
'03 Some workers movingginto new occ;pations do. so either with . no*-
N formal training or with traini‘g supplied by their new ewmployers
) 7 following hiring; and ~, - o
o 'Somegpersons dislocated by economie change elect to leave the labor
- force rather than to seek reemployment. Retirement, seeking

-designation as disabled, and "taking time out to have a family" are
three common forms of this . circumstance.

While this range of possibilities make it perhaps less surprising that
many individuals offered training are not interested they should not lead us
~to’ ignore the concurrent situation that many adult workers who are not dis-
located woulqbbe eager for training opportunities._ These groups include some-
-workers who -are unemployed but for reasons not originating with structural
change in the economy; . some . workers who are\currently employed but who wish
'to.change occupations; some workers who are currently employed,but who wish’
'to upgrade their. gkills to seek advancement,. some workers who wish to.moder;
nize their skills to prevent being dislocated by economic change in the
future; and some workers reentering the labor force (e.g., after "taking time
out. to have a family ") As the rate of structural economic change and, techno-

G

4logica1 change continues to increase, it 1s reasonable to expedt that suchf
’_seekers kfter midcsreer retraining will increase. . |

The implications of all the factors ‘which we have copsidered in this
4‘55;2333?*are clear. It dods fot seem sensible for the federal government to
.j_prescribe retraining as a mandatory activity for dislocated workers. It does

' not seem sensible for the federal government to pair dislocated workers with

disadvantaged workers for retraining purposes. And it does not seem sensible
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for the federal governmeit to aid the retraining of dislocated workers by

intervening on the supplier sidé of the market. - Ingtead, it seems more

appropriate for the fedex:'al«gdvernment to assist dis}ocated workers 't.:hrough

._fin,_aqcit_lg of training-—.thg demand side of the market——and .to me'rgé the train-
'ing“needs ‘of dislocated workers in with those of other midcareer _seekers of
training.“ A poésible approach to a delivery system for providing such ser-

4

- vices will be discussed in-the n®xt chapter of this report, ¢

(&’ L. . .. .‘ '. .‘ N
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© V.° TWO NEW INSTITUTIONS FOR MIDCAREER WORKER TRANSFORMATION.
. . . . @- "

~]:n,.it's three previous .t‘:'hree chapters, thisc report has bx;iefly.examined
-three alternative major types’ of employment and t:raining.assistance' whicl-.
- might be pro ded to dislocated workers. It réached geneélly negative
' conclusions on the potential utility of mobility assistance, while it reached
) :generally p0sitive conclusions concerning the potential utility of some tYPes
‘of~ job search assistance ‘and retraining assistance.. The gurpose of this
chapter is to suggest appropriate delivery systems for these two latter typet

N .
of services.- ' . R v e '3 \
' From ’what' is known about the charact'eristics and needs of workers 'dis'-
located by 'economic change--as reported in this paper and ny previous paper ‘o1
"~ this subjectl—-one general principle ‘emerges which must guide the design ol

"~ these delivery systems. » 'rhat principle is ‘that the employment and traini i

cneeds of dislocated workers are: not shared g_nerally with disadvantaged

' workers, but - thel are - shared with the majority of the "mainstream" workforce

Tak:Lng its cue from this basic theme, the’ present chapter will discus:

two apossible federal gervice delivery institutions for providing employmen1

- and training services in the United States. One, focusing o job searc!

assistance efforts, is modeled on. the Canadian Manpower Consultative Service
A} “'.
'I'he other, for financing of training services, is modeled on the. Frencl

Further Vocat’i‘bnal Training System. In each case, the institution 1s envi:

sioned as providing services to wﬁoever in the labor market needs such ser

<.
"

. vices, with ,-dislocated worke_rs. being served as 'part ~of' that population; tha
' is, ‘these delivery systems are not proposed to be exclusively for the use ©:
dislocated workers but rather to address failures of the private market ftX‘

© . $ .ot Y B . . .

1. Bendick and D: ine, "Workers Dislocated by Economic Change, op.cit

-

. ,1 . - -
4 . X




34

-~

employment” and training services which adversely affect dislocated workers.
N ."' : . * . . K3 -

simu.ltaneously with many other workers as well.

. —— . . . - cw
e L. . . . .

.

Job Search Aasist:ance in a Locale of Economic Decline

In chapter II of t:his report, we saw that many workers dislocated by

economic change counnand only relat:ively weak job search skills, suffer from

a

" the psycho ical "doldrums" in terms of. willingness t:o search while unemploy-

" ed, and ess to subopt:imal amount:s of information on job opport:unit:ies

° -0

e {available_locally or nat:ionally. These characteristics t:hey

share with many of their fellow workers who are unemployed for reasons unrelat",

ed to st:ruct:ural economic change, wit:h many: workers seeking to - reenter t:he

-

1abor force, and, indeed, wit:h many current:ly-employed individuals who might:

be int:erest:ed "in changing jobs. .And all these handicaps to. efficient: and

[} N . . . N B
effective job search are exacerbated when the search must be sconducted in a

locale of high unemployment or 1o‘ng-t:erm economic decline.
What sort: of. job seareh assist:‘ance inst:it:ut:ion would be useful to overs
come such barriers to reemployment:? Michael C. Barth and Fritzie Reisner have

st:udied an organizat:ion cdlled the Canadian Manpower'”Consult:at:ive SQwice MEs)

~ as omne’ possible model._ Brieffy, t:hey describe MCS Operat:ions .s follows.

- s

o When a plant: shutdown or mass layoff situatiom. arises, ‘the ' MCS

' becomes ‘involved immediately ‘and temporarily (e.g., for a six month
to t:welve month period). Thus, it supplements - the. ongoing 1ocal
labor ‘market inst:it:ut:ion,g at a time ‘of peak demand.

o~ MCS's major role is, that, ‘of coordinat:ing, facilit:at:ing, and encour-
’ " aging the mobilizat:‘ion of local resources, primarily thode Of . local'
employers ‘and .local unions, into a local committee. It brings in a .
modest amount of matching funds for administrative expenses and the
services of a case officer, but local government: and. private re-

sources ‘must - also be cont:rihut:ed. - - S
s o .

// 1 This mat:erial ds - drawn ,_g-gm chapt:er 4 of Bart:h and Reisner, ‘Worker
Adjust:ment:, op. ‘it * - = o .

- ) . .
? A : .
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we, ,
|

) All workers involved in the job reduction are contacted to see if

. employment assistance is desired. (Typically, 70 percent respond
e _affirmatively.) - Each individual expressing interest. isethen inter=

' viewed individually to determine the most- appropriate form of

assistance. - _ < _

. ., Ry o - .

"o Those " workers who need or desire career counseling, training in job
search skills, retraining, or relocation assistance are referred to

- ' the Canadian equivalent of the Job Service for such assistance.
o The, major f_orm of~\ assistance <provided to most Workers--some 64

~ percent of all casesy=ig direct placement assistance. Here, the key

« role which the MCS jand local committee play is to bring into the

o open jobs in the "Yidden labor market" (i.e., which are typically

filled by word of mquth). _ |

As I would envision sorething like the MCS in ‘operation in the Unite'd
States, it wou]d copy some- s'pects of the Canadian approach diré‘ctlv and -

_’ modify_ -others.' For one thing, we' saw earlier in this\report that the U.S. Job

fS'ervice is not equipped to' provide much career counseling or training in job

- search sl;ills. _Therefore, it would seem advisable for an MCS-like agency to

’ bring in - the skills and resonrces to - provice sur. . 7ices rather than to

; reply on the local Job Service. Second, I'would see . MCS-11ke intervention

being triggered not just by a particular mass layoff or p..ant closing but also
by long-term regional decline or persistent unemployment. 'I'hi.rd, I would open’

theae .services to all per_sons in the labor force in a locale, not just thd"ée

' directly affec'ted by a layoff' this is because all job seekers in a labor
market have increased difficulty f:!.nding jobs following a laYoff because of_'"

“the increased competition frdm those laid off. Along with these modifica—-

e -

"tions, however, I would preserve other aspects of the MCS approach the-
'role as a supplementer ofwexisting services\a s‘ho‘rt-term-basis, the tailor-
: ing to services of the needs of each gndividual worker, the nonbureaucraoic
-’style of qperation:, and the emphasis,,on mobilizing and enhancing local re~

sources. - ot L, . L
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In my previous paper estimating the extent\and need for federal employ-
ment and training assistance to workers dislog: ted by economic change, I

—..concluded that there are three key pockets of such problems which require

action:l : ' : L
< 0 economié dislocation defined in terms of regional economic decline;
C. ) )
g o the” uniquely massive unemployment problems of the motor 'vehicle

manufactuﬂ:pg ‘industry; and

. ' q -
o the high levels of unemployment. in a local area immediately follow—
ing a mass\layoff.

+ And earlier in the present report, we concluded that there.is a failure of the -
private‘job placement market ‘in the form of less-thanroptimal job opportunity
‘information and_less-than-optimal job searchoskills. The Canadian Esnpowdr _
Consultative Serviceideserves careful examination as a potential model for

.federal. employment and training assistance designed to respond to these

specific problems and failures. .

A-Social Insurance Fund for Midcareer Retraining

We also concluded,'earlier in this report, that failure exists in the
private market provision of financial support for midcareer worker retraining,

for dislocatedtworkers as well as many other workers. In searching for a

< "
model institution addressing such a problem, we turn to the French Further

o *

- Vocational Training System. - .
The Further Vocational Training System in France was established by
an agreement between employers’ associations and trade unions concluded in

'i970‘and.rEinforced by: laws in.l971 and 1976.2 As a central feature of this

- .
L]
o

1 Bendick and Devine,‘"Workers Dislocated by Economic Change," op. cit.,
.218. _ ;. ' .

. -2 This description of the French gystem 1is based on Marc Bendick, Jre,

and Mary Lou Egan, Midcareer Worker Retraining: A French Solution to An

: American Prbblem, Washington, De. C.: The Urban. Institution, forthcoming.
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system, every employer of 10 or more'employees-must support vocational train-

ing by makds - can e dbution to the financing of training courses.

Contributlons are r:lculatedyas,ampercentagewgfvthe firm’s total wage bill,

with the percentars 4r::e!fied annually by the governnment in its yearly
' - : n
Finance Act; 1n 1975, it averaged 1.62 percent for ail firms.

Employers may satisfy this contribution requirement in any of several

o

ways:
o By financing internal training programs for their own staff, either
° conducting the training themselves or paying for the services of an
. outside training establishment through a multiyear agreement.
o By making a financial contribution to a training insurance fund,

established by agreements bgtween employers or employer associaticms
and trade unions. These fudds may be national or local.

] By ‘making a financial contribution (limited to 10 percent of thelr
contribution 1iability) to organizations experimenting with training
methods other than'organized ‘training courses. .

o By making a financial contribution to programs’for unemployed
persons in training centers approved by the government.

o By paying their contribution into the government treasury.
In practice, the vast majority of funds are allocated to the first of these

methods;—parficularly among large firms; about eight percent of funds to go

. the second method;'primarily among smsll and- medium firms in industries.with .

Strong trade unions; and only one percent of funds 1is spenE in the third way.

Approximately 120,000 firms and over five billion French francs are inVolved '

‘each year;. typically, one person in eight in the labor force receives some

training during any year. Revenues may be used to finance trainees wages'

during training, as well as the out-of-pocket costs of. the training itself.

Workers may take advantage of training opportunities under this fund for

a number of purposes, including “refresher" courses in their current occupa—

tions and advancement tL higher-skill'occupations.' However, the ‘use of |
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greatest relevance to the U.S. concern with dislocated workers 1is that these
funds may be called upon for "adaptation" courses in which unemployed workers
switch to new fields‘of work or for "preventive" courses in which currently-
employed workers convert to new occupations created by technological change.

. Thus, the fund becomes a valuable device'both to workers——in assuring con-
tinued employment  despite economic. change—-and to'employers——by providing a

-~ .

trained labor.force for emerging labor “orce needs.

Because the fund provides wage replacement benefits and tuition payments

to workers following dislocation, such-a fund would tend to overcome the "cash

i \

£low" and "risk aversion" reasons that workers might not _invest in their ownm

‘training. At the same time, by forcing employers to expend at least a ninimum

’

level on training,'it-would address their'reluctance to invest in '"general,

1

human capital" training whose.- benefits they way not receive. Thus, such a.

fund can be seen primarily as addressing basic market failures in the retrain- |

ing rarket, rather than ‘the more ad hoc needs of.dislocated workers per se.-

‘Such -2 correction of basic market fallure deserves careful scrutiny as :a
possible new direction for federal employment and training assistance in the

\United $tates.




